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TO THE SHAREHOLDERS 


Your Directors are pleased to submit the following report, together with the 
audited financial statements for the year ended December 31, 1962. 


The year 1962 was a successful one for your Company. A net profit of $39,159 
was realized, a substantial improvement in comparison with the loss of $155,735 
reported in 1961. Exploration and development drilling in the Swan Hills and 
Virginia Hills areas was most successful. The program is continuing into 1963 
and should add significantly to both our oil reserves and oil production. 


Gross income for 1962 amounted to $1,393,104 as compared with $1,275,378 
in 1961, an increase of 9 per cent. A price increase of 10c per barrel obtained in 
September, 1961, and a similar increase in May, 1962, together with increased 
sales of natural gas liquids and natural gas accounted for this gain in income. Net 
income was $39,159 after providing $325,115 for depletion and depreciation and 
$9,910 for surrendered leases, exploration and dry hole costs. Cash flow (income 
before non-cash write-offs and dry hole costs) for 1962 was $378,292 as compared 
with $287,417 in 1961, an increase of 32 per cent. 


Capital expenditures made during 1962 were $365,337 as compared with 
$335,938 in 1961. These expenditures were made principally to carry out develop- 
ment and exploration work in the Swan Hills and Virginia Hills fields. 


During the year, the Company acquired the assets and undertakings of 
Jumping Pound Petroleums Limited (other than 52,500 shares of this Company) 
and in return agreed to issue up to 203,010 shares of United Oils, Limited. 
The principal assets acquired through this transaction were 8,975 Class A and 
2,650 Class B shares of Home Oil Company Limited and a 2.08 per cent gross 
royalty interest in 4,440 acres in the Jumping Pound gas field. These assets, 
together with other royalty interests obtained through the acquisition, contributed 
$23,771 to the gross income of the Company in 1962. 


PRODUCTION 


Oil and natural gas liquids production during 1962 was 477,754 barrels, a 
slight increase over the 1961 production of 469,392 barrels. Natural gas sales 
increased to 1.3 billion cubic feet from 995 million cubic feet in 1961. A comparison 
of crude oil and natural gas liquids production and sales of natural gas during 
1962 and 1961, by fields, is shown below: 


Crude Oil and Natural Gas Company Share 


Liquids Production — Barrels 1961 
Jumping Pound 2... aa 
Morse River .3..... eee 4,067 
NevVis 2.05 30.8. eee 15,851 
Pembina 2As.25. 259,612 
Sundre: 42... eee 1,028 
Swan Hills .W......2 eee 149,845 
Virginia Hills .... 9. 3 38,989 

469,392 
Average daily production _........ 1,286 


Natural Gas Sales — 


1,000 Cubic Feet 
IN@via 2a Gs, SU ection lc: AO odd pins 877,279 
POM age ee. ee 117,894 
UDI Ger OUNG wwe Saetee wee Feo: me 
995,173 
Average daily production .......... : 2,20 


During 1962 production at Swan Hills increased substantially over 1961. This 
improvement of 23.5 per cent over the previous year was the result of development 
drilling and an increase in the daily allowables to 82 barrels per well. An additional 
21 wells in which United participated were drilled in this field. The production 
obtained from the Company’s other properties at Virginia Hills and Morse River 
showed slight gains over 1961. 

These gains were offset to a considerable extent by a reduction of well allow- 
ables in the Pembina field, the major source of our crude oil production. In 
Alberta, to encourage exploration, new fields are permitted to produce at a some- 
what higher rate for the first seven years. At the end of that period the fields are 
placed on a lower operating economic allowable. Pembina, in 1962, reached the 
end of the seven year period and underwent a reduction in allowables. Another 
factor which offset gains in crude oil production was the increase in Crown royalty 
in 1962. 

Natural gas sales increased 36 per cent to 1.35 billion cubic feet, an average 
of 3.7 million cubic feet per day. The Company’s newly acquired interests in the 
Jumping Pound gas field contributed nearly 56 per cent of this increase in gas 
sales. Increased production from the Nevis field more than offset the reduction 
in Pembina gas production. 


The gross and net well position of the Company, by fields, at December 31, 
1962, was as follows: 


Crude Oil Gross Wells Net Wells 
MOFS6s FRIVOR especies pentane: As 5 25 
Perisinn ee a eo ee 626* 2171 
rol ite te DySU Rak >. l, 2 Oe ee ee ee es 1 46 
Swan Hills _......... Sept no Teale Se 121 8.33 
WSS GIN 18S PAANS ooo pecs Seer eee. 50 1.88 

803 32.63 

Natural Gas 
INGVIS fo se ee eee 14* ic 
Northwest Territories -................... 1 .03 

15 sa 

otal |. eee 6 SE Bee 818 33.84 


* After unitization. 


EXPLORATION AND DEVELOPMENT 


Exploration on land holdings in the Swan Hills, Virginia Hills and Morse 
River areas of Alberta was very encouraging. Development drilling in which your 
Company participated was most successful and resulted in completion of 23 oil 
producing wells. 


A summary of the results of drilling during 1962 was as follows: 
Wells Drilled 


Total Development Exploratory 

Gross Net Gross Net Gross Net 

Oils. Are 4 Bee eee - 23.0 1.41 21.0 Po 2.0 10 
Gas) 25 Os REAP rt Ge — — — — — —- 
Diys sh Beery, In eee. — — — — — — 
Total 2.5 oo eee 23.0 1.41 21.0 1.31 2.0 10 


The first of these exploratory tests extended the Swan Hills field to the north- 
east. Recent development wells, drilled after the discovery at 10-27-68-10-W5, have 
found net pay up to 30 feet, about twice as thick as expected. Our interest in this 
acreage is 6.25 per cent. 


The second exploratory test found a new accumulation four miles northeast 
of the Virginia Hills field in what is now the Freeman field. It discovered 
crude oil in the Devonian reef at 9,200 feet and established a production potential 
of 240 barrels per day. The Company has a 4.17 per cent interest in the 5,120 
acre lease block on which this discovery was drilled, and in a further 31,000 acres 
of lease and reservation surrounding the block. Two additional wells have been 
completed successfully and two more wells are drilling currently. 


In 1961 the Company and its associates farmed out lands in the Morse River 
area of Alberta and in the Northwest Territories to permit a rapid evaluation of 
this exploratory acreage at no cost to the Company. In 1962 an active exploration 
program was carried out in both areas. In Morse River, the second well drilled by 
the farmee early in 1963 found a productive zone which is now being evaluated. 
In the Northwest Territories, extensive seismic work was conducted during the 
1961-1962 winter season. At year end an exploratory test of the Kotaneelee struc- 
ture was at a depth of 10,297 feet and was still drilling in March of 1963. Further 
seismic work is underway in the Celibeta Lake area. The farmee has, through these 
activities, earned a one-half interest in the Northwest Territories lands. 


The Company’s exploratory acreage at December 31, 1962 was as follows: 


Reservation and 


P.& N.G. Leases Gas Licences Total 
Gross Net Gross Net Gross Net 
Albertac..235: 225,749 15,770 81,280 3,984 307,029 19,754 
Manitoba _.............. 160 — — — 160 — 
Saskatchewan ........ 481 120 — a= 481 120 
Northwest Territories — — 1,256,016 15,301 1,256,016 15,301 
Alaska” .2. 3 205,868 3,138 _ -= 205,868 3,138 
Total... ee 432,258 19,028 1,337,296 19,285 1,769,554 38,313 


RESERVES 


A summary of the Company’s oil and gas reserves as at January 1, 1963, as 
prepared by McDaniel Consultants Ltd., is shown below, together with the 
estimate prepared at January 1, 1962. 


January 1, 
Crude Oil Reserves (Barrels) 2 1962 
Provelr developed <2... oe . 11,760,000 11,803,000 
Proven undeveloped - 117,000 174,000 
Probable additionale = 9 Se or 12,069,000 12,040,000 
23,946,000 —-.24,017,000 
Natural Gas Liquids (Barrels) / ; 
Proven ‘developédi= 2s sec 420,000 © 352,000 
Total Crude Oil and Natural Gas Liquids __ 24,366,000 24,369,000 
Natural Gas (1,000 cubic feet)  . - 
Proven developed 2.20.20... 82,590,000 - 26,715,000 
POs, AGCILIONAl, eet doe ee 410,000 435,000 
33,000,000 27,150,000 


Total crude oil and natural gas liquids reserves on January 1, 1963 were 
essentially the same as a year earlier. Development drilling during the year, and 
the newly acquired natural gas liquids in the Jumping Pound gas field were 
sufficient to replace 1962 production. An increase in the Crown royalty became 
effective April 1, 1962 and had the effect of reducing total crude oil and natural 
gas reserves below the level that otherwise would have been recorded. 

The probable additional crude oil reserves consist mainly of secondary oil. 
This is crude oil which will be produced without the need for further drilling, as 
a result of pressure maintenance projects. The Company’s probable reserves are 
located, for the most part, in the Swan Hills field, where a unit was formed on 
January 1, 1963. The approval by the Alberta Oil and Gas Conservation Board of a 
plan to maintain the reservoir pressure of the unitized properties, by injecting 
water into the formation, should greatly increase oil recoveries. 

It is estimated that through this project, the Company’s net proven crude oil 


reserves should be increased by more than 8 million barrels if the performance 
characteristics of the reservoir are found to be as favorable as presently anticipated. 


HOME OIL COMPANY LIMITED 


Your Company is the largest shareholder of Home Oil Company Limited. 
At December 31 it held 41,775 Class A shares and 850,256 Class B voting shares 
or 36.1 per cent of the Class B shares outstanding. In view of this interest in 
Home Oil a special report of that company’s activities is included on page 11 
of this report. 

The directors of Home Oil Company Limited have announced their intention 
to pay a special dividend of 25c per share on the outstanding Class B shares, and 
also to pay a 10 per cent stock dividend in the form of Class A shares on the out- 
standing Class A and B shares. This dividend payment will provide your Company 
with additional cash earnings of $212,564 in 1963 and the stock dividend will add 
89,203 Class A shares to our existing holdings. 


Respectfully submitted on behalf of the Board. 


Od RN mre 


March 19, 1963. PRESIDENT. 


UNITED Ol 


(INCORPORATED UNDER Ti} 


AND SUBSIC} 


CURRENT ASSETS 


6.1) 5 ann Chee Suse 0, en Ju eee wee RB ye $ 14,277 
Due from ‘affillated:company =. 3. ee — 
Accounts ‘receivable > 3.2. £.. ose eh A ee 43,961 
58,238 
INVESTMENT IN HOME OIL COMPANY LIMITED, at cost 
(Note 2.) ccc cdot pipe te Cot ee oe 6,953,999 
PROPERTY, PLANT AND EQUIPMENT, at cost 
Petroleum and natural gas leases and rights together with | 
development and equipment thereon | 
Producing... oe ee eee 9,447,506 
Less accumulated depletion and depreciation _...............-. 2,827,778 
6,619,728 
Non-producing:. ...6.02se.0:5 nee 281,476 
| 6,901,204 
OTHER:.. ASSETS i.) 4.63 38 Aa ee ee 43,474 
$13,956,915 


LS Se SESS SSS SSS SSS SSS SSS SSS SS SSS SSS SSS SSS SSS 


The accompanying notes to financial statements 


S, LIMITED 


COMPANIES ACT OF CANADA) 


RY COMPANY 


ES FOR THE PRIOR YEAR) 


LIABILITIES 


1961 
CURRENT LIABILITIES 


Due to bank — secured... LORENA $ 5,425,000 


Accounts payable and accrued charges —.............0-222----02--20-eeeee 43,359 
Current portion of long-term) debt -.2...0..0.0.....4.0.a ee 208,625 
BOE 0 AtPitAte Cr COMIDAIY rt occ ost eee 37,706 
5,714,690 
LONG-TERM DEBT 
648% Secured Bonds, due July 1, 1976, less current portion 
(repayable out of production from pledged properties) 
ESS a SASS SS LAr MINE 1 nT ae he an eno epee 5,816,732 
CAPITAL STOCK AND DEFICIT 
Capital Stock 
Authorized 
10,000,000 shares of no par value 
Issued and fully paid (Note 3) 
8,634,617 shares (1961 — 8,485,104 shares) 7,724,255 
To be issued (Note 3) 
SRN eS SNe kt SL) nai eeremeumer eye mene at ys — 
7,724,255 
Delicit: per statement attached ......6.025...220. 5,298,762 
2,425,493 
Approved on behalf of the Board : 
; Director. 
Director. 
$13,956,915 


‘e an integral part of the above balance sheet. 


UN iT EDO hes] avin Ene 
AND SUBSIDIARY COMPANY 


For the Year Ended December 31, 1962 
(WITH COMPARATIVE FIGURES FOR THE PRIOR YEAR) 


1961 
INCOME ae ea ek aa 
Sale of oil and gas production $ 1,267,178 
Other’ income |2............. ee 8,200 
1,275,378 
EXPENSE 
Operatingiexpense..s.- 2.3.0) 4 eee 252,734 
General and administrative expense....................... 57,652 
Non-producing property expense 10,217 
Surrenderedmleases so... al 62,495 
Exploration and dry hole costs 66,481 
Depletion of producing properties _.....--......... 249,087 
Depreciation of equipment... 66,322 
Interestrex penser. 2:2. c ee ee 669,983 
1,434,971 
Income (loss) from operations _............................ (159,593) 
OTHER INCOME 
Gain‘on’sale:of mvestments...... 2... ae 3,858 


NET INCOME (LOSS) for the year. $ (155,735) 


For the Year Ended December 31, 1962 


BALANCE as at January 15 196222. se eee $ 5,298,762 
Deduct 

Net income :fortthe year’ \ 4.2 ee ee 39,159 

BALANCE as at December 31,1962... ree ee $ 5,259,603 


The accompanying notes to financial statements are an integral part 
of the above statements. 


Rit Te De OmRIELIS <3. il Matt TED 
AND SUBSIDIARY COMPANY 


As At December 31, 1962 


ACCOUNTING POLICIES 


Exploration expenses and carrying charges of both producing and 
non-producing properties are charged to income as incurred. Lease 
acquisition costs are capitalized and are charged to income if the lease is 
subsequently surrendered. The cost of drilling a productive well is 
capitalized and the cost of an unproductive well is charged to income when 
determined to be dry. The costs of producing leases and the costs of 
drilling producing wells are amortized using the unit of production method 
based upon estimated recoverable quantities of oil and gas as determined 
by the Company’s engineers. Depreciation of plant and equipment, applied 
on the straight line method, is based upon the estimated service life of each 
group of assets. 


INVESTMENT IN HOME OIL COMPANY LIMITED 


The Company, as at December 31, 1962, held 850,256 Class B shares 
(voting) and 41,775 Class A shares of Home Oil Company Limited. The 
quoted market value of this investment at December 31, 1962, amounted 


to $10,253,135. 

Warrants are outstanding entitling the holders to purchase from the 
Company a total of 30,000 Class A shares of Home Oil Company Limited 
at $16 (U.S.) per share on or before July 1, 1976. These warrants were 
issued in connection with the issuance of 644% Secured Bonds. 


CAPITAL STOCK 


Under an agreement made as of March 31, 1962, the Company 
acquired all the assets of Jumping Pound Petroleums Limited (now in volun- 
tary liquidation) other than shares of United Oils, Limited, and assumed all 
of its liabilities in consideration of fully paid shares of the capital stock 
of the Company. Under the terms of the agreement, such shares shall be 
issued to the liquidator of Jumping Pound only at the time each shareholder 
of Jumping Pound surrenders his shares to the liquidator, in the ratio of 
one share of the Company for every seven shares of Jumping Pound. This 
obligation of the Company shall terminate after June 30, 1964. As at 
December 31, 1962, 149,513 shares have been issued by the Company and an 
additional 53,317 shares are reserved for issuance under the agreement. 


The assets acquired have been recorded in the accounts of the Company 
at fair market value, determined as at March 31, 1962. 


EXECUTIVE REMUNERATION AND LEGAL FEES 
In arriving at net income for the year the following charges were 


included : 
Executive remuneration 


Directors’ fees 
Legal fees 


U- NI-ME DA ORS 42 (Nahe 


We have examined the consolidated balance sheet of United Oils, Limited 
and subsidiary company as at December 31, 1962 and the consolidated statements 
of income and deficit for the year then ended and have obtained all the information 
and explanations we have required. Our examination included a general review 
of the accounting procedures and such tests of accounting records and other 


supporting evidence as we considered necessary in the circumstances. 


In our opinion and according to the best of our information and the explana- 


tions given to us and as shown by the books of the companies, the accompanying 


consolidated balance sheet and consolidated statements of income and deficit are 
properly drawn up so as to exhibit a true and correct view of the state of the 
affairs of the companies as at December 31, 1962 and the results of their 
operations for the year then ended, in accordance with generally accepted account- 


ing principles applied on a basis consistent with that of the preceding year. 


RIDDELL, STEAD, GRAHAM & HUTCHISON, 
Chartered Accountants. 


Calgary, Alberta, 
February 27, 1963. 


10 


HOME OIL COMPANY LIMITED 


The following are some of the features of 
Home Oil Company’s operations as reported to 
the shareholders in that company’s annual report. 

During 1962, Home Oil earned a net profit of 
$1,120,000, a substantial increase over earnings of 
$249,000 reported in 1961. 


Gross income was $13,140,000, an increase of 
14 per cent, while cash flow rose 25 per cent to 
$4,607,000. | 

Crude oil and natural gas liquids production 
rose 5 per cent to 9,400 barrels a day compared 
with 8,910 barrels per day the previous year. 
Home Oil would have made an even more sub- 
stantial increase if it had not been for regulatory 
reductions in production allowables in certain im- 
portant fields. 

Natural gas sales again showed a substantial 
increase, up 20 per cent to 15.7 billion cubic feet, 
or an average of 43 million cubic feet per day. 
Natural gas liquids production from the Har- 
mattan-Elkton gas cap cycling plant accounted 
for 73,000 barrels in 1962 from nine months 
operation of the plant. 

During the year Home Oil participated in 
drilling 28 exploratory wells of which three dis- 
covered oil and three discovered gas. The most 
important discovery was the Freeman field, four 
miles northeast of Virginia Hills. Details of the 
discovery were not released except to note that a 


Crude Oil Reserves (Barrels) 
Proven Developed 


Proven Undeveloped |... 2k... 
ETODADIC ALOGIVIONAL e026 Ge ee ee 


Natural Gas Liquids (Barrels) 
Proven Developed 


Brovenslindeveloped eet) he. Be saat. 
Probe pliecncoiional wie bo ns aS gs. 


Total Crude Oil and Natural Gas Liquids ___. 


Natural Gas (1,000 cubic feet) 


Proven Develo pede te. aos cit os 3a a. 
Proven Undeveloped .....:.....:.2<--.--.-:-- deetiuel- 
PPO AIOs CICITIONOD on oe eo ce eet dees 


good pay section was found. Two additional wells 
drilled during the winter of 1962-1963 were also 
successful. 


A second discovery extended the Swan Hills 
field to the northeast and a third found a new 
accumulation in the Basal Blairmore formation 
in southeastern Alberta, at Manyberries. This 
latter strike is being evaluated with the wells on 
steady pump production. 


Three gas discoveries at Whitecourt, Bashaw 
and Brightbank were capped pending develop- 
ment of a market. 


RESERVES 


A summary of Home Oil’s reserves on Janu- 
ary 1, 1963, together with comparative figures on 
January 1, 1962, is shown in the table below. As 
in previous years these estimates were calculated 
by McDaniel Consultants Ltd., independent res- 
ervoir engineers. 

Total crude oil and natural gas liquids re- 
serves on January 1, 1963 were essentially the 
same as a year earlier. Development drilling 
during the year was sufficient to replace 2.3 mil- 
lion barrels, or two-thirds of 1962 production. An 
increase in the Crown royalty became effective 
April 1, 1962 and had the effect of reducing total 
crude oil and natural gas reserves below the level 
that otherwise would have been recorded. 


January 1, 

1962 
63,328,000 
“ciel eee domes Nalin, 1,079,000 
A ee 87,063,000 
151,470,000 
9,868,000 
Rene etre oe 152,000 
Se Ro, Se , 133,000 
9,855,000 © 10,153,000 
1 ee ee Sa 160,100,000 —«- 161,623,000 
ere ere ee 506,660,000 497,713,000 
i a as eed 10,170,000  —_ 11,302,000 
ib Nelda dette STR 11,120,000  — 15,366,000 
527,950,000 524,381,000 
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Late in 1962, Heme Oil was selected to be the 
operator of Swan Hills Unit 1, comprising 204 
wells in a 51 square mile area. The Conservation 
Board approved a plan for a water flood pressure 
maintenance project which should greatly in- 
crease oil recoveries. McDaniel Consultants Ltd. 
estimate that once the proposed program is in 
successful operation, Home Oil’s proven de- 
veloped reserves will be increased by 35,000,000 
barrels. 

Home Oil reported crude oil production of 
2,956,880 barrels compared with 2,916,754 barrels 
in 1961. The Swan Hills field continued to be the 
Company’s major source of crude, accounting for 
about one-third of 1962 production. A 179,000 
barrel increase in production from Swan Hills 
was primarily the result of development drilling, 
which raised the Company’s net field ownership 
to 35.4 wells. 


A 11,000 barrel increase in Virginia Hills pro- 
duction arose from a 2 per cent increase in field 
ownership to 9.4 net wells, and’ a 3 per cent 
increase in daily production allowables to 83 
barrels. 


Crude oil production from Harmattan-Elkton 
increased about 4 per cent as a result of elimina- 
tion of penalties on production caused by ex- 
cessive gas-oil ratios. This improvement is 
attributable to unit operation which permitted the 
economic return to the reservoir of solution gas 
and water. 

At Turner Valley the final phase of the field- 
wide water injection pressure restoration scheme 
was completed during 1962. At year end, water 
was being injected in 40 wells along the entire 
western flank of the reservoir. Modest production 
gains attributable to water injection were evident 
in certain wells directly offsetting the injection 
wells, although crude production during 1962 was 
virtually unchanged from 1961. All Turner Valley 
unit operators predict a slight increase in pro- 
duction during 1963. 


NATURAL GAS SALES 


Home Oil sales of natural gas were 15.7 billion 
cubic feet compared with 13.2 billion the previous 
year. Increased sales from the Calgary, Sarcee, 
Crossfield and Pendant d’Oreille fields, from 
which gas was first marketed in late 1961, 
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accounted for over three-quarters of the increase 
in gas sales during 1961. Smaller, but important, 
gains resulted from contractual increases in the 
minimum volumes that Trans-Canada Pipe Lines 
was required to purchase from Carstairs and 
Nevis. 


NATURAL GAS LIQUIDS SALES 

Natural gas liquids sales increased 42 per 
cent, from 334,663 barrels in 1961 to 474,870 in 
1962. Gas cap cycling at Harmattan-Elkton and 
gas production from the Crossfield and Calgary 
fields accounted for over three-quarters of the 
increased natural gas liquid production. Natural 
gas liquids production from Harmattan-Elkton 
will increase in 1963 as a result of operation for 
the full year, and the elimination of mechanical 
difficulties experienced during the start-up year. 


TRANS-CANADA PIPE LINES LIMITED 


At December 31, 1962, Home Oil owned 
1,330,853 common shares of Trans-Canada Pipe 
Lines Limited, or 23 per cent of the outstanding 
shares, and $3,447,500 principal amount of Trans- 
Canada’s 514% Subordinated Convertible Income 
Notes, convertible into 229,833 common shares 
after July 1, 1964. 

Commenting on the progress of Trans-Canada, 
the Home Oil Report said: 

“Your Company is pleased to report that 
Trans-Canada Pipe Lines Limited is entering a 
period of steadily rising earnings. In 1962 Trans- 
Canada earned $4,511,000, more than double the 
$2,076,000 earnings of 1961. Home Oil estimates 
that Trans-Canada’s earnings will continue their 
rapid growth in 1963. It is this favorable potential 
that originally prompted the Company to invest 
in Trans-Canada. 

Trans-Canada has recently announced a new 
offering of $25,483,400 of Convertible Subor- 
dinated Income Debentures. It is your Company’s 
intention to exercise its pre-emptive right to pur- 
chase its share of the new offering.” 

Home Oil anticipates a rapid expansion of 
markets for natural gas in Eastern Canada. This 
will benefit Home Oil, both as a producer and as 
a large shareholder of Trans-Canada Pipe Lines 
Limited. 


; 


dy 


